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SUBJECT: LOS ANGELES GAY AND LESBIAN COMMUNITY SERVICES CENTER 
CONTRACTS REVIEW - A DEPARTMENT OF PUBLIC HEALTH 
HIVIAIDS CARE AND PREVENTION SERVICES PROVIDER I 

We completed a fiscal review of the Los Angeles Gay and Lesbian Community Services 
Center (LAGLC or Agency), a Department of Public Health (DPH) HIVIAIDS care and 
prevention services provider. 

Background 

The DPH1s Office of AIDS Programs and Policy (OAPP) contracts with LAGLC to 
provide HIVIAIDS medical outpatient, resistance testing, medical specialty, psychiatric, 
mental health and risk reduction outreach services. The LAGLC is located in the Third 
District. 

At the time of our review, LAGLC had four cost reimbursement contracts with OAPP 
and was paid approximately $4 million in OAPP funds from March I, 2006 to February 
28, 2007. 

The purpose of our review was to determine that LAGLC appropriately spent funds in 
accordance with the County contract. We also evaluated the adequacy of LAGLC's 
accounting records, internal controls and compliance with the contract and applicable 
federal and State fiscal guidelines governing the Ryan White Comprehensive AIDS 
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Resource Emergency Act. In addition, we determined whether the Agency provided 
services to eligible participants. 

Results of Review 

The Agency appropriately recorded and deposited cash receipts timely into the 
Agency's bank account. However, the Agency billed OAPP for undocumented and 
unallowable program expenditures totaling $97,944. For example, LAGLC: 

Did not maintain appropriate documentation to support $6,179 in expenditures. 

Overcharged OAPP $82,431 ($81,470 + $961) for unsupported shared and payroll 
expenditures. 

Billed OAPP $9,334 for services to non-OAPP clients. 

In addition, the Agency's client in-take procedures did not adequately document the 
screening for Medi-Cal, private medical insurance and other public sector funding or 
whether clients met the income requirements for services received, as required by the 
County contract. 

The details of our review along with recommendations for corrective action, are 
attached. 

Review of Report 

We discussed our report with LAGLC and OAPP. In their attached response, the 
Agency indicates agreement with the findings and recommendations including the 
questioned costs. However, the Agency is asking DPH forgiveness for the overbillings 
due to the current economic environment. DPH indicated that they will work with the 
Agency to obtain repayment for the unsupported and unallowable expenditures. 

We thank LAGLC management for their cooperation and assistance during this review. 
Please call me if you have any questions or your staff may contact Don Chadwick at 
(2 1 3) 253-0301. 

Attachment 

c: William T Fujioka, Chief Executive Officer 
Jonathan E. Fielding, Director, Department of Public Health 
Los Anaeles Gay and Lesbian Center 

Lorri L. Jean, Esq. Chief Executive Officer 
Michael J. Holtzman, Chief Financial Officer 

Public Information Office 
Audit Committee 



HIVIAIDS CARE AND PREVENTION SERVICES 
LOS ANGELES GAY AND LESBIAN COMMUNITY SERVICES CENTER 

FISCAL YEAR 2006-07 

ELIGIBILITY 

Objective 

Determine whether the Los Angeles Gay and Lesbian Community Services Center 
(LAGLC or Agency) provided services to individuals that meet the eligibility 
requirements of the Office of AIDS Programs and Policy (OAPP). 

Verification 

We reviewed the case files for 15 program participants that received services during 
January and February 2007 for documentation to confirm their eligibility for OAPP 
services. 

Results 

The case files for two program participants did not contain documentation indicating that 
any services were provided by the Agency and one case file did not contain residency 
verification as required by the contract. 

In addition, the Agency's client in-take procedures did not include adequate procedures 
for screening of clientslparticipants' income verification or other third party payers prior 
to billing the services to OAPP. The contract requires OAPP funds to be used only for 
services that cannot be paid for by other sources. Providers must document in the 
clients' files that program participants have been screened for Medi-Cal, private medical 
insurance and other public section funding. Clients are eligible for services after a 
financial screening has been completed validating that OAPP funds are the payer of last 
resort. 

Recommendations 

LAGLC management ensure: 

1 Staff obtain the appropriate documentation from participants to 
determine the participants' eligibility for program services. 

2. Staff adequately document services provided to participants in the 
case files. 

3. Client files document that participants are screened for Medi-Cal, 
private medical insurance and other public sector funding, as 
appropriate. 

A U D I T O R - C O N T R O L L E R  
C O U N T Y  O F  L O S  A N G E L E S  
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Objective 

Determine whether cash receipts and revenue are properly recorded in the Agency's 
records and deposited timely in their bank account. In addition, determine whether 
there are adequate controls over cash, petty cash and other liquid assets. 

Verification 

We interviewed LAGLC's personnel and reviewed their financial records. We also 
reviewed the Agency's December 2006 bank reconciliation. 

Results 

LAGLC appropriately recorded and deposited cash receipts timely. In addition, the 
Agency reconciled its bank account monthly. 

Recommendation 

None. 

EXPENDITURES 

Obiective 

Determine whether program expenditures are allowable under the County contract, 
properly documented and accurately billed to the program. 

Verification 

We interviewed Agency personnel, reviewed accounting records and reviewed 
documentation for 26 non-payroll expenditure transactions charged to OAPP during 
Fiscal Year 2006-07, totaling $244,775. 

Results 

LAGLC did not always maintain appropriate documentation to support program 
expenditures and charged OAPP for unrelated program costs. Specifically, LAGLC 
billed OAPP: 

$6,179 for unsupported program incentives, advertising and events. 

$9,334 for medical and psychiatry services provided to non-OAPP clients. 

A U D I T O R - C O N T R O L L E R  
C O U N T Y  O F  L O S  A N G E L E S  
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Recommendations 

LAGLC management: 

4. Repay DPH $15,513 ($6,179 + $9,334) or provide documentation to 
support the expenditures. 

5. Maintain supporting documentation to support program expenditures. 

6. Ensure that only allowable expenditures are charged to the OAPP 
program. 

FIXED ASSETS AND EQUIPMENT 

Objective 

Determine whether the Agency's fixed assets and equipment purchases made with 
OAPP funds are used for the OAPP program and are safeguarded. 

We did not perform testwork in this area as the Agency did not charge OAPP any costs 
for the purchase of any fixed assets. 

Recommendation 

None. 

PAYROLL AND PERSONNEL 

Obiective 

Determine whether payroll is appropriately charged to the program. In addition, 
determine whether personnel files are maintained as required. 

Verification 

We traced payroll expenditures for 16 (18%) of the 88 employees totaling $120,858 in 
January 2007 and employee benefits totaling $129,964 from March 2006 to February 
2007. We also reviewed the personnel files for 16 employees assigned to the OAPP 
program. 

Results 

The Agency's payroll billings were not in compliance with the County contract 
requirements. Specifically: 

A U D I T O R - C O N T R O L L E R  

C O U N T Y  O F  L O S  A N G E L E S  



Los Anneles Gav and Lesbian Communitv Services Center Pane 4 

a LAGLC charged OAPP $961 for salaries and employee benefits in excess of their 
actual costs. 

For two employees, the vacation and sick leave used was not recorded on the 
Agency's variance log. 

Recommendations 

LAGLC management: 

7. Repay DPH $961 or provide documentation to support the 
expenditures. 

8. Ensure payroll billings are based on actual costs incurred and actual 
hours worked on OAPP related activities. 

9. Ensure variance time used is appropriately recorded and reduced from 
employees' benefit balances. 

COST ALLOCATION PLAN 

Obiective 

Determine whether the Agency's Cost Allocation Plan was prepared in compliance witti 
the County contract and the Agency used the Plan to appropriately allocate shared 
program expenditures. 

Verification 

We reviewed LAGLC's Cost Allocation Plan and reviewed a sample of expenditures 
incurred by the Agency from January 2006 to February 2007 to ensure that the 
expenditures were properly allocated to the benefiting programs. 

Results 

The Cost Allocation Plan developed by LAGLC is appropriate. However, LAGLC's 
allocated shared costs were not always properly distributed to the benefiting programs. 
As a result, OAPP was overcharged for facility space and security ($59,969), printing 
($1 0,326), telephone ($6,180), postage ($4,078) and copier costs ($91 7). 

Recommendation 

10. LAGLC management repay DPH $81,470 in over billings. 

A U D I T O R - C O N T R O L L E R  
C O U N T Y  O F  L O S  A N G E L E S  
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COST REPORTS 

Objective 

Determine whether the Agency's Cost Reports reconcile to the Agency's financial 
accounting records. 

Verification 

We traced the Agency's general ledger to the Agency's Cost Reports submitted to 
OAPP for the four OAPP contracts reviewed. 

Results 

LAGLC's accounting records did not always support the amounts reported on the 
Agency's Cost Reports. A reconciliation of the general ledger and the Cost Reports 
resulted in unsupported charges of approximately $226,824. The unsupported costs 
were mainly shared costs for general program support, facility space and administrative 
costs that were not recorded in the general ledger until the end of the Agency's fiscal 
year and were based on budgeted amounts. Subsequent to our exit conference, the 
Agency recalculated the shared costs and provided us with supporting documentation 
for the adjusted allocations to the County contracts. As indicated above, the Agency 
over charged OAPP for various shared expenditures. 

Recommendations 

Refer to recommendation 10. 

LAGLC management: 

11. Ensure the expenditures charged to OAPP are recorded in the 
Agency's accounting records. 

12. Ensure the Cost Reports are supported by the Agency's financial 
records. 

A U D I T O R - C O N T R O L L E R  

C O U N T Y  O F  L O S  A N G E L E S  



Exhibit I 

HIVIAIDS PREVENTIVE AND CARE SERVICES 
FISCAL YEAR 2006-2007 

LOS ANGELES GAY AND LESBIAN CENTER 

ContractlProgram Expenditures 
Medical Outpatient (H209013) 

Copier Costs 
Facility SpaceISecurity 
Outside Services 
Postage 
Printing 
Salaries 
Telephone/Telecom 

Subtotal 

Total Unsupported Unallowable - 

$ 91 7 
59,969 

$ 1,784 
4,078 

10,326 
96 1 

6.180 

Mental Health (H209013) 
Outside Services 7,550 7,550 

Health Education Risk Reduction 
(H700893) 

Event 
Participant lncentives 

Health Education Risk Reduction 
(H700893) 

Participant Incentives 

Health Education Risk Reduction 
(HERR) (H700893) 

Advertising 

Subtotal HERR contracts 

Total 
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U G x y  t LabIan C m t w  

June 22,2809 

Ms. Wendy Watanabe 
A~dlaorxsnaraller 
county of Las Angeles 
Depa flment of Audimr-Controller 
58a West Temple Street, Room 525 
Las Angeles, California 90012-2706 

Dear Ms. Watana be: 

This fetter is in respanse to your mema dated May 14,2089, to the Las 
Angeles County Board af Supervis~rs reiated # the Lss Angeles Gay and 
Lesbian Cammatnity Ijewices Center (MGLC) Contncts Review-A 
Department af Ptlbllc Hea!Bf? HIViAIDS Care and Prevention %wi&es 
Prwidat, 

Ed G w M  P l w  
I 12s N MCarklear ~ b h e  - I. Recomrnendatiian, Staff obtain the appropriate documentation 
keaAngde% a 96398 from penlei pants to deferrrrine the participants' eligibility far 
TRI: Q3960.7362 
Far 123-1@-448.1 program sewices;. 

Tha Spot 
745 N. Tan%cmarc h r a a  

WeJt Ho&wmd.CA W 9  
$61: 323-rn3-7W 

&libarnh AIDS 
GlearkIgClaoum 
1443 M MardAw~up: 
Loe Aqder, CA $WS& 

Tel: 31%645-4180 
%r SZf-&t5-4193 

Weswonse, All staff has bean instructed Xa obtain pmaf of residency, 
p r ~ o f  of income, proof of insurance or lack thereof, and pracsf of H1V 
status far all new clients during the initial intake xssian. Additianalfy, 
for all existing clients, the staff has been instwcaed to obtain pmof of 
r~sidenty, proof sf inmme, prod  sf insurance sx lack thereof, on an 
annwl basis. The staff has beers provided with a list of aca;eutabta! 
dacuments that  will meet the requirements of the carttract, including 
utility bills, vater re~istratbn cards, California car registration cards, 
bank statements, pay stubs, farms W-2, farms 1@39* tax returns, 
California driver"$ license or ID, copy of insurance cards, or fur the 
uninsured and unemplsyed, a letter of support from the appropriate 
party. 

2. Rccornrnerrtfation, Staff adequately document setvises provided to - 
participants in the case Files. 

Rersuonm, The staff has been instruaed on the need, end high level of 
impoflance, thet all services rendered to a client need to b@ 
documented in the etmsct fife, In the event ahat a client has not received 
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9 e r ~ i m ~  within the 12 menth contract tern, then the client will be 
inactivated and the file will be archived. 

% Clknt files document that participants art? 
screened far Medi-Cal, privste medical inlsurarace and other public: 
secterr fundin& as appropriate. 

perimnse. The staff has been inst;truc$ed ta screen for third-party payers 
at the tlme crf intake and annually during the re-ssncrsing prcsess. Staff 
will verify csient MediXal eligibility by using the Medi-Cal website. 
Enrallrnent workers wiil print an cligiblliw verlRcation document whlch 
identifies "at? clients Mdi-Cal status, This print out will be attached to 
the screening forms and filed in the client case file, 

4, Rmmmend&lon. Repay DPH $P5,513 or pmvide documentation 
to suppert: the expenditures, 

5, Remmmendaian. Maintain supporting dacumentatian to support - 
program expenditures. 

6, bmmmendatian Ensure that only those casts that are allowable, 
necessary, proper and reasonable in carrying out services are 
charged ta the Program. 

RestjPorrse. This finding consists of $6,l?r!3 in unsupported expenditures, 
and $9,334 is ~ t a t e d  to medical and psychiatry services provided far 
nsn-QAPB clients. 

Qf the $6,179, $3,254 was related to adveaisiaa, $2,325 was related to 
participant incentives and 5160CI was related to an went. Unfortunately, 
due to turnover fn aur acmunls payable department, we muld net andl 
the proper suppert for the expertdltures. bAGLC mmanagemenr hl[wes 
the enpenditures were reasonable, allowable aml rnildtl in good faith in 
suppart af the appr~p~iate  OAPP programs smpes of wark, 

The Finance Department has k e n  restrudured dnce then. MGLC hired 
Mike Hakzrnitn as the Chief Financial O f f ~ e r  in October 2007. I r a  
addition, LAEEC hired Holb Swenmn, first, as Manager uf FinanciaB 
Planning and Analysis and then promoted her to Cantrafler around eight 
mlnnths ago, Both Holiy and Mike are Ceflifted Public Accountants, In 
eddition, bane Y~ung, the Acc~unts Papble kc~gsntant has been with 
U G L C  for over two years, Since the audit, additiana9 internal ecrntrola 
haw k e n  implemented ta ensure MGLC has the appsapah2e& 
sugporkd inweices bcsr all charges, 

LAGLC ~qucsts that  it not be required to repay the $6,179 since El war; 
spent in g a d  faith to support program obj,jecti.zes and since additional 
internal contra15 Rave since been imptementd, 
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OAPP was inadvertent& charged $9,334 for medical and psyehiatv 
seavices provided for nnn-OAPP clients. MGkC implemented additional 
internal ant-ml pmcedurns in October 2008 to address this issue. At 
that time, MGLC ddeveleaped an hppaintmcrat C36takI Repart [ABR], which 
provides infamation to LWGLC manapment in order ta properly 
identifbc the current insurance status of HWIAIDS clients to ensure 
inwicing is made to the appropriate payer. 

Given that nan-0APP ~Iiants were irsadvertentky charged to OAPP, 
MGLC is in agreement that these funds should be repaid to QQH, 

PA'Y*RUU AND PERSONNEL 

7. - Repay DBH $961 ar provide documentation ta 
support the expenditures. 

8, Rmommendatim, Ensure paymil bilking are based on actual casts 
incurred and actua! hours worked on QABP-related activltks, 

9, persmmndsrtlm. Ensure variance time uzed is appmpriately - 
reccrded and reduced from empl~~peer;' benefit balancefi, 

Rwpense. The audit finding related to $961 in unsupported payroll 
expenses was refafed to the January 2007 payroll for Ds. Michael HdI. 
InMlally, his salary was capped due to the original budget that was 
approved. upcan receiving appmval of a budget modifiation, his salary 
was "t sued up" tu the wrong litrnaaunf which was $961 in excess cff his 
actual payrelt expenses. 

Tirice that time, &AGLC has restructured the Finance Depaement as 
dixussed above under Expenditures. LAGLC has implemented 
additional internal canbsls, which now indude recoraclllng all payroil 
amaunts included in the Excel worksheets usled to prepare the monthly 
invaices to the general ledger, both month-to-date and year-ta-date. 
This pr~eedure shuld detect any amaunts incorreastly entered oat0 the 
irovoice worksheet. 

LAGIC currently uses ADP to manage payroll. ABP pmperly rmrds the 
haurs used borvacation and sick leave and wducesahe employe~s' 
benefit balances, That will ensatre the accuracy of the variance time. 

lAGkC IS in agreement that $361 should be repaid to DPH as a result of 
the inadvertent errrtr. 

COST ALLOWTIOW PtAW 

20, R~?.racarmd&im= MGLC management repay DPH 582,490 in wcr - 
bilfings. 
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Respmse, In the audit, the Ccst Allocation Plan developed by LlAGLC 
was determined to be appropriate. However, hAGLC's atlocated shared 
casts were not always properly distributed to the benefiting programs. 
As a resultd UAPP was svercharfpd for facility rrepairsfmaintenancc and 
security ($59,9@), printing ($f0,326), telephone ($6,200), postage 
($4$3?8) and copier COSTS ($917). 

Far allocated costs, including facility repelrrpi'main&nance and wcurity, 
LAGLC has htstaaicalfy perfarmed the aflocatisn of fumtional expenses 
down to the grant level an ara annuai basis at the end of each fiscal year 
due to the camplcxity and the resources required to perform the 
allocation. As a result, LAGLC invoiced the approved budgeted amaunt 
of aikcated casts. Historimlly, the ailosared amountswere usually in 
excess of the billed contract amounts, so there was not a problem. 
Given the problems encountered with the current audit, MGIC  
management has decided not to allocate ptlntiq, telephune, pmtiage 
and copier costs anymore as individual line items. Rather, these casts 
wllB be Included in indirect costsgiven the difficulty In estimating the 
allocated casts at the t h e  contracts are negstiated, 

As a result of the audit, in reviewing the Cost Report that was submitted 
for the 20(3? review period, MGLC management noted that the amount 
Included for Total Expenditures (Actual + Encumtzeredf for Total Indirect 
Carts was not calculated properly. The revised amount is $753,362 and 
was recalculated in accordance wlPh aur Cost Allocatian Plan. LAGLC 
received reimbursewnt from QAPP for $207,505. 

If we had had the proper faresight at the time th@ budget ws 
negotiated, we would have budgeted $251,242 for indirect casts [15% 
of total personnel expenses) and p~cked up an incremental $43,738 over 
the $207,505 that we received. 

Given the dramatic difference between what was incurred by &(;LC 
and what was ~irnblarsed by OAQP, and taking into account that art 
additional $43,498 would have k n  reimbursed if the budget had h e n  
efr~fteb properiy, MGLC requests that the total amount af $21,523 over 
billed an iine items inclvidrng printing, telephane, postage and copier 
casts be iofgiven. 

As to facility repai~imaintenance and security, UGLC management is in 
agreement that $59,969 was over blikd far that line item, However, 
based on rhe dramatic difference between what was incurred and 
reimbursed far Total Bndirect Costs, as explained above, LAGbC nqueas 
that the amount over billed be fargiven. 

In addition, LAGLC management is asking f~rgivenessof the over billings 
due to the current econemic environmen"hand the difficulties that 
LSIGLC management is having in supplementing OAPP funds with 
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privately-raised funds ta provide services to individuals with HIVdAIDS. 
Havim to refund $81,490 in the current environment wsuld take badly 
needed funds away from WW/A1D$ senrises at the same time that LPIGLC 
has experienced a n  increase in dem;mnd for those services. 

LAGCC management has implemented additional internal eantra!~ t o  
enslare that DPH wilt not be overbilled In the! future on allocated casts. 

COST REPORTS 

I%, Recammendaian. Ensure the expenditures charged to OAPP are - 
recrsrefcd in the Agency's accounting record% 

12, &gg,gmmendatian. Eresure the cast reports are suppested by the - 
Agency's financial records, 

Response. Other than allorat& casts, expenditures charged to OAPP 
are recorded in the bgcncgr's accounting recards. For allocated costs, 
U G L C  historisally performed the aBlucatian of functional expenses, 
down to the grant kvel on an anawl basis at the end of each fiscal year 
due to the sompkxity and the resaurces required ta perform the 
allacatisn. Asa resufk, WGLC hiotsrieally invoiced the approved 
budgeted amount of aifecated costs. After consubation with OAPP, 
MGLC management has implemented addfftional internal controls ta 
estimate the amount of allocated costs based st? the prior year's 
audited financia! statemems and make any necessary adjustments after 
the final ~tmounts are calculated after each fiscal year end, 

MGLC management is appreckitive af the level af professionalism 
exhibited try the Department sf Auditcw--.-Controller, particulariy Maria 
McCloirr. 

lf you have any questfanq ptease call me ar  323-993-7615.. We look 
forward to hearing yaur msponsc, 


